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FIRST NORTHERN MARIANAS COMMONWEALTH LEGISLATURE SENATE BILL NO. 1-50, 

S.D.2 
FIRST REGULAR SESSION, 1978 

To establish a Retirement Fund for the Government of the Northern Nariana 
Islands. 

BE IT ENACTED BY THE NORTHERN MARIANAS COMMOWEALTH LEGISLATURE: 

Section 1. Purpose. The purpose of this Act is to provide a 

retirement fund, annuities. and other benefits for the employees of the 

Government of the Northern Mariana Islands who become aged or otherwise 

incapacitated, and widows' annuities and other benefits to the dependents 

of such employees, thereby enabling the employees to accumulate reserves 

for themselves and their dependents to meet without prejudice or 

hardship the hazards of old age, disability, death and termination 

of employment, with the objective of encouraging qualified personnel 

to enter and remain in the service of the Northern Mariana Islands 

Gcvernmezt, thas effecting ccszo-,4. aixi ~ f f i ~ i ~ n c y  ia thz achifiiati-ation 

of the Northern Mariana ~slands Government. 

Section 2. Title. There is within, and a public corporation and 

autonomous instrumentality of, the Government of the Northern Mariana 

Islands a fund called the "Northern Mariana Islands Retirement Fund." 

Section 3. Definitions. Words and phrases, when used in this 

Act unless a different meaning is clearly indicated by the context, 

shall have the following meannings: 

(a) '%undf' shall mean the "Northern Mariana Islands 

Retirement Fund." 

(b) "Board" shall mean the Board of Trustees provided for 

herein as the agency responsible for the direction and operation of the 
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a f f a i r s  and bus ines s  of t h i s  system. T i t l e  t o  a l l  a s s e t s  of t h e  Fund 

s h a l l  be  he ld  f o r  t h e  Fund by the  Board of i ts  q u a l i f i e d  agen t s  o r  

cus todians .  

( c )  "Employee" s h a l l  mean any person i n  t h e  employment of t h e  

Northern Mariana I s l a n d s  Government, i n  a l l  occupat ional  c l a s s i f i c a t i o n s ,  

i nc lud ing  a person whose work is  c l a s s i f i e d  a s  c a s u a l  o r  temporary. 

(d) "Member" s h a l l  mean any employee included i n  t h e  

membership of t h e  Fund. 

(e) "Service" s h a l l  mean a c t u a l  employment by t h e  government 

a s  a n  employee f o r  s a l a r y  o r  compensation, o r  s e r v i c e  o therwise  

c r e d i t a b l e  a s  he re in  provided. 

( f )  "Pr ior  s e rv i ce"  s h a l l  mean s e r v i c e  rendered p r i o r  t o  t h e  

o p e r a t i v e  d a t e .  

11 
(g) Membership se rv i ce"  s h a l l  mean s e r v i c e  rendered on o r  

a f t e r  t h e  o p e r a t i v e  da t e .  

(h)  "Total se~?ir ,e" n,hsll. m,ezfi prier aer~.ricc sr.d -,ezbcrski-, 

s e r v i c e .  

(i) "Salary" s h a l l  mean t h e  amount received by a n  employee 

f o r  s e r v i c e ,  and s h a l l  i nc lude  allowance f o r  maintenance a t  t h e  

p re sc r ibed  r a t e  and any pos t  d i f f e r e n t i a l .  

(j) "Average annual  s a l a ry"  s h a l l  nean t h e  average of t h e  

t h r e e  h ighes t  annual  s a l a r i e s  rece ived  by a member dur ing  h i s  y e a r s  of 

c r e d i t e d  s e r v i c e  o r  ~ 6 , 0 0 0 . 0 0 ,  whichever is  g rea t e r .  

(k) "Regular i n t e r e s t "  s h a l l  mean such r a t e  as s h a l l  be  

f i x e d  by t h e  Board. 
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(1)  "Childtf.  The term "chi ld" f o r  t h e  purpose of t h i s  Act 

s h a l l  mean a n  unmarried c h i l d ,  i nc lud ing  an adopted c h i l d  o r  recognized 

n a t u r a l  c h i l d .  who r ~ r e i v e s  mnre thin GEE-half nf  h i s  a i ~ y c r t  ,frcz acd 

l i v e s  w i th  t h e  member o r  employee i n  a r e g u l a r  parent -ch i ld  r e l a t i o n s h i p  

and who is  under t h e  age  of 18 y e a r s ,  o r  such unmarried c h i l d  r e g a r d l e s s  

of age  who has  been examined and pronounced by two l i censed  phys ic ians  

t o  be  permanently phys i ca l ly  o r  menta l ly  d i sab led  and incapable  of 

se l f - suppor t .  

(m) "Agent" s h a l l  mean such person,  f i r m  o r  co rpo ra t ion ,  

o t h e r  than  a n  employee o r  Board member, who is engaged by t h e  Board t o  

r ende r  s e r v i c e .  

(n) "Custodian" s h a l l  mean any agent  t h a t  is  q u a l i f i e d  and 

h a s  assumed t h e  r e s p o n s i b i l i t y  f o r  t h e  phys i ca l  possess ion  of fund 

a s s e t s .  

(0)  "Investment agent"  s h a l l  mean any agent  t h a t  is 

q n a l i f i e d  and h a s  hsen engaged by t h e  Board to provide  inv=stnent  

advice .  

Sec t ion  4. Powers. The Fund, through i t s  Trus t ees ,  s h a l l  have 

and e x e r c i s e  each and a l l  of t h e  fo l lowing  powers: 

( a )  E s t a b l i s h ,  main ta in  and o p e r a t e  a Retirement Fund 

program f o r  t h e  pub l i c  employees of t h e  Cornmanwealth. 

(b)  E s t a b l i s h  its i n t e r n a l  o rgan iza t ion  and management. 

( c )  Adopt a s e a l .  

(d)  Sue o r  be sued i n  i t s  co rpora t e  name. 

( e )  Employ, r e t a i n  o r  c o n t r a c t  f o r  t h e  s e r v i c e s  of q u a l i f i e d  
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managers and s p e c i a l i s t s ,  a s  i n d i v i d u a l s  o r  a s  o rgan iza t ions .  

( f )  Adopt such r u l e s  and r e g u l a t i o n s  a s  may b e  necessary  

f o r  t h e  e x e r c i s e  of t h e  Fund's powers, performance of i ts  d u t i e s  and 

admin i s t r a t i on  of i t s  opera t ion .  

( g )  Adopt and main ta in  a  t r a v e l  a u t h o r i z a t i o n  p o l i c y  

notwi ths tanding  any law t o  t h e  cont ra ry .  

(h)  Provide f o r  t h e  i n s t a l l a t i o n  of a  system of accounts  and 

r eco rds  which w i l l  g i v e  f u l l  e f f e c t  t o  t h e  requirements  of t h i s  Act; 

adopt  a l l  necessary  a c t u a r i a l  t a b l e s  t o  be used i n  t h e  ope ra t ion  of t h e  

Fund; and provide  f o r  t h e  compilat ion of such s t a t i s t i c a l  and f i n a n c i a l  

d a t a  as may be requi red  f o r  a c t u a r i a l  va lua t ions ,  p e r i o d i c  surveys 

and c a l c u l a t i o n s .  

(i) Obtain such information from the  p a r t i c i p a t i n g  members 

and t h e  government as s h a l l  be necessary  f o r  t h e  proper ope ra t ion  of 

t h e  Fund. 

(j) Consider and pass  u p n  zll ~ p p l i c a t j . o n s  f o r  z m u i t i c s ,  

b e n e f i t s ,  re funds  and o t h e r  payments, and a u t h o r i z e  t h e  expendi tures  

f o r  such purposes i n  accordance w i t h  t h e  p rov i s ions  hereof .  

(k) Accept any g i f t ,  g r a n t  o r  r eques t  of any money o r  

p rope r ty  of any kind f o r  t h e  purposes designated by the  g r a n t o r ,  i f  

such purposes a r e  s p e c i f i e d  a s  providing cash b e n e f i t s  t o  some o r  a l l  

of t h e  members o r  annu i t an t s  of t h e  Fund; i f  no such purposes a r e  

des igna ted ,  t h e  same s h a l l  be c r e d i t e d  t o  t h e  account r ep re sen t ing  

income from inve.s tments . 
(1)  Have t h e  accounts  of t h e  Fund aud i t ed  a s  of t h e  end of 
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each fiscal year by competent accountants, and submit an annual 

report to the government as soon as possible following the close of 

the year, embodyi~g, among other things, a bslance sheet &cuing the 

financial and actuarial condition of the Fund, a statement of income 

and expenditures for the year, a statement showing changes in the 

asset, liability and reserve accounts during the year, a statement of 

investments owned by the Fund, detailed statements of investments 

acquired and disposed of during the year, including the description 

of each security, purchase or sale price and names of vendors and 

vendees, and such other financial or statistical data as is necessary 

for a proper interpretation of the condition of the Fund and the 

results of its operation. The Board shall also cause to be published 

for distribution among the members a synopsis of such report. 

(m) Appoint an attorney, under such arrangement as the 

Board may establish, who shall advise the Board and the Administrator 

on all legal mstrers to which thz 9uzd is a pzr ty  o r  i n  vhich the Fund 

is legally interested, and may represent the Fund in connection with 

legal matters before the Legislature, boards and other agencies of 

the Commonwealth and before courts in any jurisdiction. 

(n) Do any and all other things necessary to the full and 

convenient exercise of the above powers. 

Section 5. Board of Trustees. 

(a) All powers vested in the Fund shall be exercised by the 

Board which shall consist of seven (7) members called Trustees to be 

appointed by the Governor with the advice and consent of the Senate. 
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The Commission shall select a chairman by a majority vote. Members 

shall serve for a term of four (4) years. Of the members first 

a p p o i ~ t s d ,  twb (2) s h d l  serve Zcr tco (2j years; two ( 2 j  shail serve 

for three (3) years; and three (3) shall serve for four (4) years. 

Determination as to who shall serve what term shall be by the drawing 

of lots. Vacancies shall be filled in the same manner as the original 

appointment. 

(b) Four (4) Directors shall constitute a quorum of the 

Board for the transaction of business. The concurrence of four (4) 

members shall constitute official action of the Board. The Board may 

adopt rules and regulations governing the conduct of its affairs. 

(c) Each Director shall receive the sum of Fifty Dollars 

($50.00) for his attendance at any meeting of the Board, but such 

compensation shall not apply to nore than four (4) meetings or exceed 

Two Hundred Dollars ($200.00) in any one calendar month. No Director 

s h a l l  r c z c i x  any othzr csmpei,az,tioii, Lui shall be reimbursed for 

actual travel, subsistence and out-of-pocket expenses incurred in the 

discharge of his responsibilities, including authorized attendance at 

meetings held away from the Commonwealth. 

(d) No Director shall be liable for any decision made in 

the good faith non-malicious fulfillment of his duties. 

Section 6. Administrator. 

(a) The Board shall appoint an Administrator, who shall be its 

chief executive officer. The Administrator shall serve at the pleasure 

of the Board, which shall fix his compensation. The Administrator shall 
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have full charge and control of the operation and maintenance of the 

Fund. 

(5) The powers  of the ~dministrator shall include: 

(1) To see that all rules and regulations of the 

Fund are enforced. 

(2) To attend, unless excused by the Board, all 

meetings of the Board and to submit reports on the affairs of the Fund 

as required by the Board. 

(3) To keep the Board advised on the needs of the Fund 

and to approve demands for payment of obligations within the purposes 

and amounts authorized by the Board. 

(4) To keep all books, records, files and accounts of 

the Fund and receive all applications for annuities, benefits and 

refunds. 

(5) To prepare periodic reports relative to the 

operations of the Fund and an annual report as of the close of each 

fiscal year reflecting the results of the financial operations of the 

Fund and embodying all important financial and statistical data 

pertinent to its operation. 

(c) The Administrator may employ such clerical, medical, 

or other assistance as shall be necessary for the proper administration 

of the Fund. The Administrator may also engage actuarial or other 

professional service to assist in the preparation of the annual reports, 

to advise in matters of policy and to make the periodic actuarial 

surveys. The costs and expenses of the administration of the Fund, 
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inc lud ing  any c u s t o d i a l  and a u d i t  f e e s  incur red  i n  connect ion wi th  t h e  

f i n a n c i a l  ope ra t ions  of t h e  Fund, s h a l l  be paid ou t  of s a i d  Fund. A t  

l e a s t  once every f i v e  (5) years an  actuarial s ~ r ~ e y  .,d i~vesti"a+inn 0-- - - - -  

s h a l l  be made of t h e  ope ra t ing  exper ience  of t h e  Fund, inc luding  a  

s tudy  of r a t e s  of m o r t a l i t y ,  d i s a b i l i t y ,  r e t i r e m e n t ,  s e p a r a t i o n  and 

o t h e r  e s s e n t i a l  f a c t o r s  r e l a t i n g  t o  t h e  ope ra t ions  of t h e  Fund. Such 

survey  s h a l l  a l s o  provide f o r  a  v e r i f i c a t i o n  o r  rede termina t ion  of t h e  

r a t e s  of c o n t r i b u t i o n s  by t h e  government. The c o s t s  of such survey  

s h a l l  be pa id  from t h e  Fund. 

Sec t ion  7 Fund Members. The fo l lowing  employees s h a l l  be members 

o f  t h e  Fund and s u b j e c t  t o  t h e  p rov i s ions  hereof :  

(a) A l l  employees r e g a r d l e s s  of age o r  l eng th  of s e r v i c e  

i n  t h e  s e r v i c e  of t h e  government on t h e  o p e r a t i v e  d a t e  s h a l l  become 

members of t h e  Fund by v i r t u e  ~f t h e i r  emp1oy.er.t. Any person who 

s h a l l  be on an  approved l eave  of absence on the  o p e r a t i v e  d a t e  s h a l l  

be s u b j e c t  ts x-,bzrship z s  of such date ,  as ' 7 -  ----' 1- - - - - - - -  
L L I V U ~ ~ L  LLC ~ = L C :  ~ S L  active 

s e r v i c e .  

(b)  A l l  persons becoming employees a f t e r  t h e  e f f e c t i v e  d a t e  

s h a l l  become members a s  a cond i t i on  of employment, provided they  a r e  

under t h e  age  of s i x t y  (60) yea r s  on t h e  d a t e  of e n t r y  i n t o  s e r v i c e .  

( c )  An employee of a  pub l i c  co rpo ra t ion  of t h e  government of 

t h e  Northern Mariana I s l a n d s  s h a l l  have t h e  op t ion  of accep t ing  o r  

r e j e c t i n g  membership, and s h a l l  become a member only upon submission of 

a w r i t t e n  r eques t  t o  t h e  Board f o r  membership. 

(d)  Any employee of t h e  government whose employement is  
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pu re ly  temporary, seasonal ,  i n t e r m i t t e n t  o r  par t- t ime s h a l l  have t h e  

op t ion  of accept ing  o r  r e j e c t i n g  membership, and s h a l l  become a member 

only  upon submission of a w r i t t e n  r eques t  t o  t h e  Board f o r  membership. 

Sec t ion  8. I n e l i g i b l e  Persons.  The fo l lowing  employees s h a l l  n o t  

be  e l i g i b l e  f o r  membership: 

( a )  Persons whose s e r v i c e s  a r e  compensated on a f e e  b a s i s .  

(b) Independent c o n t r a c t o r s .  

( c )  Persons whose employment is  f o r  a s p e c i f i c  p r o j e c t .  

The Board s h a l l  determine who a r e  employees and e n t i t l e d  t o  membership 

w i t h i n  t h e  meaning of t h i s  Act. 

Sec t ion  9. P r i o r  Serv ice  Cred i t .  Each person becoming a member 

on t h e  o p e r a t i v e  d a t e  s h a l l  be e n t i t l e d  t o  p r i o r  s e r v i c e  c r e d i t  f o r  

s e r v i c e  rendered t h e  government of t h e  Trus t  T e r r i t o r y  of t h e  P a c i f i c  

I s l a n d s ,  t h e  government of t h e  Northern Mariana Islands, an agency or 

i n s t r u m e n t a l i t y  of t h e  Government of t h e  United S t a t e s ;  provided, 

such service was rendered ic t h e  k r t h e r z  Y ? r i z c z  Is lands ,  =i any 

munic ipa l i t y  thereof  inc luding  s e r v i c e  a s  an  e l ec t ed  o f f i c i a l  of a 

c o u n c i l  o r  a l e g i s l a t u r e .  

(a) I n  t h e  case  of  any employee who s h a l l  have been a 

member of any such government Retirement Fund, and s h a l l  have received 

a refund o r  refunds of c o n t r i b u t i o n s  made t o  such Fund, t h e  allowance 

of p r i o r  s e r v i c e  c r e d i t  s h a l l  be condit ioned upon such person making 

a c o n t r i b u t i o n  t o  t h e  Fund i n  t he  f u l l  amount of refund o r  re funds  

rece ived  by such employee. Payment of such c o n t r i b u t i o n  s h a l l  be 

due a s  of  t h e  o p e r a t i v e  d a t e  and s h a l l  be made i n  lump sum, o r  i n  
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i n s t a l l m e n t s  under r u l e s  prescr ibed  by t h e  Board. Regular i n t e r e s t  

thereon  s h a l l  begin t o  accrue  from t h e  o p e r a t i v e  d a t e ,  which i n t e r e s t  

s h s l l  bccoae a Tart s f  the  principal siim to l e  paid t c ~  such prscz. 

(b)  Each member e n t i t l e d  t o  p r i o r  s e r v i c e  c r e d i t  s h a l l  

f i l e  w i t h  t h e  Board, on a  form p resc r ibed  by the  Board and under such 

r u l e s  a s  i t  may adopt ,  a  d e t a i l e d  s ta tement  of a l l  such p r i o r  s e r v i c e  

f o r  which t h e  member c la ims  c r e d i t .  Such c r e d i t  s h a l l  be v e r i f i e d  by 

t h e  Board a s  soon a s  p rac t , i cab le  a f t e r  t h e  f i l i n g  the reo f .  Upon such 

v e r i f i c a t i o n ,  t h e  Board s h a l l  cause t o  b e  i ssued  a s ta tement  of p r i o r  

s e r v i c e ,  c e r t i f y i n g  t o  t h e  member t h e  l eng th  of p r i o r  s e r v i c e  f o r  which 

c r e d i t  has been granted.  

( c )  Such s ta tement  of p r i o r  s e r v i c e  s h a l l  be  f i n a l  and 

conclus ive  f o r  t h e  purposes of t h e  Fund as t o  such s e r v i c e ,  except  f o r  

t h e  c o r r e c t i o n  of e r r o r ;  provided, t h a t  any member may w i t h i n  one (1) 

year  from t h e  d a t e  of o r i g i n a l  i s suance  of such c e r t i f i c a t e ,  r eques t  

zCzrd t8 --a* La,uu,,, F - -  or ~ s r i c c t  such ~ r i o r  servlce cert5Eicai;e.  Such 

c e r t i f i c a t e  s h a l l  become n u l l  and void upon the  dea th  of a  member and 

s h a l l  be cance l led  au toma t i ca l ly  upon r e c e i p t  by a  member of a refund 

of h i s  con t r ibu t ions .  Such c e r t i f i c a t e  may be r e i n s t a t e d  only under 

t h e  cond i t i ons  prescr ibed  by t h e  p rov i s ions  of t h i s  Act. 

(d)  Any employee who s h a l l  n o t  be i n  s e r v i c e  on t h e  

o p e r a t i v e  d a t e  o r  who is  on an  approved l eave  of absence on such d a t e ,  

f o r  d i s a b i l i t y  o r  o the r  cause,  s h a l l  be e n t i t l e d  t o  r e c e i v e  c r e d i t  f o r  

p r i o r  s e r v i c e  only when such employee s h a l l  have completed a t  l e a s t  

t h r e e  ( 3 )  yea r s  of c o n t r i b u t i n g  membership s e r v i c e  subsequent t o  t h e  
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o p e r a t i v e  d a t e .  

Sec t ion  10. P r o h i b i t i o n  Against Double Credi t  f o r  Same Period of 

Time. Should a member, for z speclfir p r i e d  nf ti==, be atitled t~ 

more than  one of t h e  types of c r e d i t  au thor ized  by t h i s  Act, he s h a l l  

be  allowed t o  o b t a i n  from s a i d  per iod  of t ime only one type  of c r e d i t ,  

accord ing  t o  h i s  e l e c t i o n .  

Sec t ion  11. Retirement.  

( a )  Any member may r e t i r e  on a s e r v i c e  r e t i r emen t  annu i ty  

upon w r i t t e n  a p p l i c a t i o n  t o  t h e  Board; provided, t h a t  such member s h a l l  

have a t t a i n e d  a t  l e a s t  s i x t y  (60) yea r s  of age. 

(b) Any employee who has  completed twenty-five (25) y e a r s  

of s e r v i c e  may r e t i r e  and s h a l l  be e n t i t l e d  t o  f u l l  r e t i r emen t  annui ty .  

( c )  Any r e t i r e d  employee who has  p rev ious ly  e l e c t e d  t o  

r e t i r e  and who has  completed a t  l e a s t  twenty-five (25) yea r s  of s e r v i c e  

s h a l l  be  e l i g i b l e  f o r  f u l l  r e t i r emen t  b e n e f i t s  a f t e r  t h e  e f f e c t i v e  d a t e  

nf t h i s  k t .  

(d)  Any employee o r  member, whether a c t i v e  o r  i n a c t i v e ,  a t  

h i s  op t ion  may retire a f t e r  twenty (20) y e a r s  of s e r v i c e ,  r e g a r d l e s s  

of age. The r e t i r emen t  annui ty  f o r  any employee o r  member descr ibed  

i n  t h i s  paragraph s h a l l  be reduced one-quarter of one percent  f o r  each 

month such employee o r  member is under t h e  age of s i x t y  (60);  r educ t ion  

s h a l l  be from t h e  amount determined f o r  such employee o r  member a s  

h e r e i n a f t e r  provided. 

Sec t ion  12.  Annuity Amount. The b a s i c  r e t i r emen t  annu i ty  payable 

t o  any member s h a l l  be t h e  fol lowing:  
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( a )  An amount equal  t o  two percent  (2%) of average annual  

s a l a r y  f o r  each of t h e  f i r s t  t e n  (10) yea r s  of c r e d i t e d  s e r v i c e ,  and 

t w o  and oiie-haif percent  (2k4j of average annual s a i a r y  f o r  each y e a r  

o r  p a r t  thereof  of c r e d i t e d  s e r v i c e  over t e n  (10) years .  

(b)  I n  a d d i t i o n ,  t h e r e  s h a l l  be added t o  t h e  amount set 

f o r t h  i n  subsec t ion  ( a )  an  amount equal  t o  Twenty Do l l a r s  ($20.00) 

Mul t ip l i ed  by each year  of c r e d i t e d  s e r v i c e ,  t h e  t o t a l  of which s h a l l  

t hen  b e  reduced by a n  amount equal  t o  100th  of one percent  (.01%) of 

s a i d  t o t a l  f o r  each One Dol la r  ($1.00) t h a t  a member's average annual  

s a l a r y  exceeds t h e  amount of S ix  Thousand Do l l a r s  ($6,000.00). 

( c )  No b a s i c  annui ty  s h a l l  exceed e ighty- f ive  percent  (85%) 

o f  average  annual  s a l a r y .  

(d )  The b a s i c  minimum annual  annui ty  s h a l l  no t  i n  any c a s e  

be  less than  One Thousand Two Hundred Do l l a r s  ($1,200.00) per  year  

p e r  member. 

Sec t ion  i 3 .  D i s a b i l i t y .  

( a )  Any member l e s s  than  s i x t y  (60) yea r s  of age,  who s h a l l  

become t o t a l l y  and permanently d i sab led  f o r  s e r v i c e ,  e i t h e r  menta l ly  

o r  phys i ca l ly ,  r e g a r d l e s s  of how o r  where t h e  d i s a b i l i t y  s h a l l  have 

occurred ,  s h a l l  be  e n t i t l e d  t o  a d i s a b i l i t y  r e t i r emen t  annu i ty ,  provided 

t h a t  he is  no t  r ece iv ing  d i s a b i l i t y  payment from t h e  United S t a t e s  

Government f o r  s u b s t a n t i a l l y  t h e  same a i lmen t ,  and f u r t h e r  provided 

t h a t  t o  be e l i g i b l e  f o r  a d i s a b i l i t y  r e t i r emen t  annui ty ,  from a 

nonoccupat ional  cause,  he s h a l l  have had a t  l e a s t  seven ( 7 )  y e a r s  of 

c r e d i t a b l e  s e r v i c e  i n  t h e  Government of t h e  Northern Mariana I s l a n d s  
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p r i o r  t h e r e t o .  

(b)  A member s h a l l  be considered t o t a l l y  and permanently 

J i s a b l e d  aftsr t h e  Board s h a i i  have rece ived  w r i t t e n  c e r t i f i c a t i o n  by 

a t  l e a s t  two (2) l i censed  and p r a c t i c i n g  phys ic ians  s e l e c t e d  by t h e  

Board t h a t  t h e  member is t o t a l l y  and l i k e l y  t o  be permanently d i sab led  

f o r  t h e  f u r t h e r  performance of t h e  d u t i e s  of any ass igned  p o s i t i o n  i n  

t h e  s e r v i c e  of t h e  government. I f  u p m  cons ide ra t ion  of t h e  r e p o r t  of 

such phys ic ians  and such o t h e r  evidence a s  s h a l l  have been presented 

t o  i t  by t h e  member o r  o t h e r s  i n t e r e s t e d  t h e r e i n ,  t h e  Board f i n d s  t h e  

member t o  be t o t a l l y  and permanently d i sab led ,  i t  s h a l l  g r a n t  him a 

d i s a b i l i t y  r e t i r emen t  annui ty  upon w r i t t e n  c e r t i f i c a t i o n  t h a t  t h e  

member has been separa ted  from t h e  s e r v i c e  of t h e  employer because of 

t o t a l  d i s a b i l i t y  of such n a t u r e  as t o  reasonably prevent  f u r t h e r  s e r v i c e  

f o r  t h e  employer, and a s  a  consequence i s  not  e n t i t l e d  t o  compensation 

from t h e  government. 

( c j  The amount of d i s a b i l i t y  r e t i r emen t  annu i ty  s h a l l  be 

s i x t y - s i x  and two-thirds percent  (66 2/3%) of t h e  s a l a r y  of t h e  member 

i n  e f f e c t  a t  t h e  d a t e  of d i s a b i l i t y .  Any s p e c i a l  compensation allowance 

rece ived  o r  payable t o  any member because of d i s a b i l i t y  r e s u l t i n g  from 

a c c i d e n t a l  causes wh i l e  i n  t h e  performance of a s p e c i f i c  a c t  o r  a c t s  of 

du ty  s h a l l  be  deducted from t h e  d i s a b i l i t y  annui ty  payable by t h e  Fund 

on account of t h e  same d i s a b i l i t y .  

(d) A t  l e a s t  once each year  dur ing  t h e  f i r s t  f i v e  (5) yea r s  

fo l lowing  t h e  allowance of a d i s a b i l i t y  annui ty  t o  any member, and a t  

l e a s t  once i n  every t h r e e  year  per iod  t h e r e a f t e r ,  t h e  Board s h a l l  
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require any disability annuitant to undergo a medical examination to 

be made at place of residence of said annuitant, or at any other place 

mutually agreed upor., by a n3174ici3n ., -- -.... cr phjisicims mgaged by the 3oarcl. 

If any examination indicates that the annuitant is no longer physically 

or mentally incapacitated for service, or that he is engaged or is able 

to engage in a gainful occupation, payments of the disability annuity 

by the Fund shall be discontinued as soon as he is reinstated to the 

payroll following sick leave, but in no case shall payment be made for 

more than sixty (60) days after physicians engaged by the Board find 

the annuitant is no longer incapacitated for service. 

(e) Should such annuitant become able to resume a gainful 

occupation and his earnings therefrom be less than his salary at the 

date of retirement or the salary currently paid for similar positions, 

whichever is lower, the Bozrd shall continue the disability allowance 

in an amount which when added to his earnings from a gainful occupation, 

-l...ll -at ,,.,,, GnL==u his saL i ry  at the date ~f retii'rmeat GK ihr saiary 

currently paid for similar positions, whichever is lower. 

(f) Should any disability annuitant refuse to submit to a 

medical examination as herein provided, payments by the Fund shall be 

discontinued until his withdrawal of such refusal, and should his 

refusal continue for one (1) year, all rights of the member in any 

disability annuity shall be revoked by the Board. 

(g) Any disability annuitant who is restored to active 

service shall have deductions taken for the retirement fund and upon 

subsequent retirement have his retirement allowance based upon all 
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a l lowab le  s e r v i c e  inc luding  t h a t  upon which the  d i s a b i l i t y  allowance 

i s  based. 

Sec t ion  1 4 ,  Refucd on Separation. 

( a )  Upon complete s e p a r a t i o n  from s e r v i c e  be fo re  a  member 

s h a l l  have completed a t  l e a s t  twenty (20) years  t o t a l  s e r v i c e ,  t h e  

member s h a l l  be  e n t i t l e d  t o  r e c e i v e  a  refund of h i s  t o t a l  con t r ibu t ions ,  

i nc lud ing  r e g u l a r  i n t e r e s t ,  bu t  no payment of i n t e r e s t  s h a l l  be  made 

i n  any case  i n  which t o t a l  s e r v i c e  is  l e s s  than one (1) year .  T o t a l  

c o n t r i b u t i o n s  s h a l l  inc lude  a l l  c o n t r i b u t i o n s  made by t h e  member t o  

o b t a i n  va r ious  types of c r e d i t  au thor ized  by t h i s  Act. 

(b)  Any member who withdraws a f t e r  having completed a t  l e a s t  

t h r e e  (3)  y e a r s  t o t a l  s e r v i c e  s h a l l  have t h e  op t ion  of l eav ing  h i s  

c o n t r i b u t i o n  i n  t h e  Fund and r e c e i v i n g  a  s e r v i c e  r e t i r emen t  annui ty  

upon a t ta inment  of t h e  age of s i x t y  (60) yea r s ,  without  choice  of any 

of t h e  o p t i o n a l  su rv ivo r s '  b e n e f i t s  h e r e i n a f t e r  descr ibed .  

( c )  If B U C ~  m e d x r  has less  t h s n  twenty (23) yzars of 

t o t a l  s e r v i c e ,  he  may e l e c t  t o  r e c e i v e  h i s  c o n t r i b u t i o n s ,  w i th  r e g u l a r  

i n t e r e s t ,  a s  h e r e i n  above provided, i n  l i e u  of t h e  s e r v i c e  r e t i r emen t  

annui ty .  I f  h i s  t o t a l  s e r v i c e  is twenty (20) yea r s  o r  more, t h e  

acceptance of such d e f e r r e d  r e t i r emen t  annui ty  payment beginning a t  

t h e  age of s i x t y  (60) yea r s  s h a l l  be mandatory a s  t o  each member. 

(d)  Any member r ece iv ing  a  refund of c o n t r i b u t i o n s  s h a l l  

thereby  ip so  f a c t o  f o r f e i t ,  waive and r e l i n q u i s h  a l l  accrued r i g h t s  and 

b e n e f i t s  i n  t h e  system, inc luding  a l l  c r e d i t e d  and c r e d i t a b l e  s e r v i c e .  

The Board may, i n  i t s  d i s c r e t i o n ,  r e g a r d l e s s  of cause,  withhold payment 
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of a  refuhd f o r  a  per iod no t  t o  exceed one (1) year  a f t e r  r e c e i p t  of 

a n  a p p l i c a t i o n  from a member. 

( e )  t h y  member who has received a r e f m d  s h a l l  be 

considered a  new member upon subsequent reemployment i f  such person 

q u a l i f i e s  f o r  membership under t h e  provis ions  hereof .  Such member 

s h a l l  have t h e  r i g h t  t o  make a  repayment t o  t he  system of t h e  amount 

o r  amounts prev ious ly  received as refund,  inc luding  r e g u l a r  i n t e r e s t  

from t h e  d a t e s  of refund t o  t h e  d a t e  of repayment. Upon t h e  r e s t o r a t i o n  

of such re funds ,  a s  h e r e i n  provided, such member s h a l l  have r e i n s t a t e d  

t o  h i s  account a l l  c r e d i t e d  s e r v i c e  represented  by t h e  re funds  of which 

repayment has  been made. Repayments of refuqcJs by any member s h a l l  

i n c l u d e  a l l  re funds  received by a  member p r i o r  t o  t h e  d a t e  of h i s  l a s t  

withdrawal from s e r v i c e  and s h a l l  be made i n  a s i n g l e  sum o r  i n  

i n s t a l h e n t s  under t h e  r u l e s  p re sc r ibed  by the Board, except  t h a t  i n  

t h e  event  of i n s t a l l m e n t  payment, t h e  member seeking r e ins t a t emen t  of 

--- p ~ h r  c i - ~ d f t ~ i i  service may execuce, under r u l e s  prescr ibed  by t h e  

Board, a  c r e d i t  l i f e  insurance  p o l i c y  on h i s  l i f e ,  wherein t h e  Fund is  

b e n e f i c i a r y  f o r  t h e  amount s t i l l  due t o  be  repa id  t o  t h e  Fund, t h e  

premium on such po l i cy  of insurance  t o  be  paid by t h e  member and i n  t h e  

event  of t h e  member's dea th  be fo re  t h e  refund has been r epa id  wi thout  

such c r e d i t  l i f e  insurance  having been obtained,  then  t h e  annu i ty  

payable t o  t h e  su rv ivo r  o r  s u r v i v o r s  s h a l l  be reduced pro  r a t a .  

Sec t ion  15. Death P r i o r  t o  Retirement Without Survivor Bene f i t s .  

Upon dea th  of a member occu r r ing  b e f o r e  h i s  r e t i r emen t  on a  s e r v i c e  

r e t i r emen t  annu i ty  o r  a d i s a b i l i t y  re t i rement  annu i ty ,  l eav ing  no 

Page 16 of 44 



S.B. No, 1-50, S.D.2 

persons  e l i g i b l e  f o r  su rv ivo r  a n n u i t i e s  a s  provided i n  Sec t ion  17 ,  t h e  

fo l lowing  s h a l l  be payable: 

( a )  A refund of t h e  t o t a l  amount of c o n t r i b u t i o n s  made by 

t h e  member, inc luding  r e g u l a r  i n t e r e s t ;  and 

(b)  If t h e  member w a s  an employee a t  t h e  d a t e  of dea th ,  a  

s i n g l e  dea th  b e n e f i t  payment i n  t h e  amount of One Thousand Do l l a r s  

($1,000.00). 

Payment of t h e s e  re funds  and b e n e f i t s  s h a l l  be  made t o  a  

b e n e f i c i a r y  o r  b e n e f i c i a r i e s  des igna ted  by t h e  member i n  a  nomination 

p e t i t i o n  f i l e d  w i t h  t h e  Board, o r  i f  no such des igna t ion  has  been made, 

payment s h a l l  be made t o  t h e  e s t a t e  of t h e  meaber. 

Sec t ion  16. Death Af ter  Retirement Without Survivor  Bene f i t s .  

Upon dea th  of a member whi le  i n  r e c e i p t  of a s e r v i c e  r e t i r emen t  annu i ty  

o r  d i s a b i l i t y  r e t i r emen t  annu i ty ,  l eav ing  no person e n t i t l e d  t o  su rv ivo r  

a n n u i t i e s  a s  provided i n  Sec t ion  17 of t h i s  Act, t h e  fol lowing s h a l l  be 

payable : 

( a )  The t o t a l  amount of c o n t r i b u t i o n s  made by t h e  member, 

i nc lud ing  r e g u l a r  i n t e r e s t ,  less t h e  t o t a l  amount of annu i ty  payments 

rece ived  by t h e  member; and 

(b)  A s i n g l e  sum dea th  b e n e f i t  payment i n  t h e  amount of 

One Thousand Do l l a r s  ($1,000.00). 

Payment of t h e s e  re funds  and b e n e f i t s  s h a l l  be  made t o  t h e  

b e n e f i c i a r y  o r  b e n e f i c i a r i e s  des igna ted  by the  member, i n  a  nomination 

f i l e d  wi th  t h e  Board, o r  i f  no such des igna t ion  has been made, payment 

s h a l l  be made t o  t h e  e s t a t e  of t h e  member. 
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Sec t ion  17. Survivor  Annu i t i e s .  

( a )  Payment t o  su rv iv ing  spouse and minor c h i l d r e n  of a  

member. Upon dea th  of a  member, wh i l e  i n  s e r v i c e ,  having completed a t  

l e a s t  t h r e e  (3) y e a r s  of t o t a l  s e r v i c e ,  i f  a  su rv iv ing  spouse o r  minor 

c h i l d r e n  su rv ive  t h e  member, t h e  fo l lowing  a n n u i t i e s  s h a l l  b e  payable:  

(1)  I f  a  spouse s u r v i v e s ,  an annui ty  s h a l l  begin a s  

of  t h e  d a t e  of t h e  dea th  of t h e  member i f  t h e  su rv iv ing  spouse s h a l l  

t hen  have a t t a i n e d  t h e  age  of a t  l e a s t  t h i r t y - f i v e  (35) y e a r s ,  o r  i f  

such s u r v i v i n g  spouse i s  under t h e  age  of  t h i r t y - f i v e  (35) yea r s  a t  

such d a t e ,  payment s h a l l  begin upon h i s  o r  he r  a t ta inment  of such age. 

The annu i ty  s h a l l  t e rmina te  upon d e a t h  of su rv iv ing  spouse o r  

remarr iage ,  whichever event  f i r s t  occurs .  

(2)  I f  both t h e  s u r v i v i n g  spouse and minor c h i l d r e n  

under age  e ighteen  (18) su rv ive  t h e  member, an annui ty  s h a l l  begin 

immediately upon dea th  of t h e  member wi thout  regard t o  whether t h e  

s u r v i v i n g  spouse s h a l l  have a t t a i n e d  t h e  age  of t h i r t y - f i v e  (35) yea r s .  

The al lowance f o r  a minor c h i l d  s h a l l  be payable u n t i l  t h e  c h i l d ' s  

a t t a inmen t  of age  e igh teen  (18) ,  marr iage  o r  dea th ,  whichever f i r s t  

occurs .  The annu i ty  of t h e  su rv iv ing  spouse s h a l l  t e rmina te  upon 

d e a t h  o r  remarr iage ,  whichever f i r s t  occurs .  

(3 )  I f  a  minor c h i l d  o r  ch i ld ren  under age  e igh teen  

(18) s u r v i v e  a member and no parent  of such c h i l d  o r  c h i l d r e n  is l i v i n g ,  

a n  annu i ty  on account of any c h i l d  s h a l l  be payable u n t i l  t h e  c h i l d ' s  

a t t a inmen t  of age  e ighteen  (18) ,  marr iage  o r  dea th ,  whichever f i r s t  

occurs .  
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(4)  Payment of t h e  annu i ty  o r  allowance f o r  a  minor 

c h i l d  o r  c h i l d r e n  provided f o r  under paragraphs (2)  and ( 3 )  of t h i s  

Sec t ion  mzy be  ccs t inued  up t c  twenty-tuo (22) yea r s  of age i f  such 

minor c h i l d  o r  c h i l d r e n  a r e  fu l l - t ime  s t u d e n t s  i n  an  a c c r e d i t e d  co l l ege  

o r  u n i v e r s i t y  o r  educa t iona l  i n s t i t u t i o n .  

(b)  Payment t o  su rv iv ing  spouse and minor c h i l d r e n  of 

annu i t an t .  Upon dea th  of an a n n u i t a n t ,  i f  a  s ruv iv ing  spouse and/or  

c h i l d r e n  su rv ive ,  a n n u i t i e s  s h a l l  be payable t o  them a t  t h e  same r a t e  

and under t h e  same cond i t i ons  a s  a r e  a p p l i c a b l e  t o  su rv ivo r s  of a  

member whose dea th  occurs  whi le  i n  s e r v i c e .  

( c )  Payment t o  c h i l d r e n  d i sab led  be fo re  e igh teen  (18) 

yea r s .  Upon dea th  of an annu i t an t ,  o r  a  member wh i l e  i n  s e r v i c e  

having completed a t  least t h r e e  ( 3 )  y e a r s  of t o t a l  s e r v i c e ,  i f  a 

su rv iv ing  c h i l d  c r  c h i l d r e n  is  d i sab led ,  a n n u i t i e s  s h a l l  cont inue  co 

be  payable t o  them a f t e r  age  e igh teen  (18) a t  t h e  same annual  r a t e  a s  

if ++y ----- ----- " 2 -  3---- 
U L ~ L L V L  C L A L L U L ~ ~ I  C L ~ I ~ ~ T  Liie age of e ighteen  (18 j ; provided, 

however, t h a t  such cont inuing  annu i ty  s h a l l  be c o n d i t i o n a l  upon t h e  

c h i l d  be ing  d i sab led  and having been examined by two l i censed  phys ic ians  

be fo re  a t t a i n i n g  t h e  age  of e ighteen  (18) and found t o  be permanently 

phys i ca l ly  o r  menta l ly  d i sab led  and incapable  of se l f - suppor t .  The 

r e s u l t s  of such examination may be submit ted t o  t h e  Board a t  any t i m e  

p r i o r  t o  t h e  c h i l d ' s  e ight - teenth  (18th)  b i r thday .  Such annui ty  s h a l l  

cont inue  u n t i l  dea th  o r  u n t i l  such c h i l d  l o s e s  h i s  permanent d i s a b i l i t y  

and becomes capable  of se l f - suppor t .  

(d)  Opt iona l  p rov i s ions  f o r  unmarried employees. Upon 
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r e t i r e m e n t  from s e r v i c e ,  any unmarried employee, whether male o r  

female,  i f  i n  good h e a l t h  a s  determined upon medical examination, may 

e l e c t  t o  r e c e i v e  i n  l i e u  of h i s  f u i l  s e r v i c e  r e t i r emen t  annui ty ,  on an  

a c t u a r i a l  equ iva l en t  b a s i s ,  a  reduced annui ty  payable dur ing  h i s  o r  he r  

l i f e t i m e  wi th  an  annu i ty  payable t o  h i s  o r  her  des igna ted  b e n e f i c i a r y  

a t  t h e  same r a t e  and under t h e  same cond i t i ons  a s  a r e  a p p l i c a b l e  t o  

s u r v i v o r s  of a marr ied member whose dea th  occurs  wh i l e  i n  s e r v i c e .  The 

reduced r e t i r emen t  annui ty  payable t o  t h e  member under t h i s  o p t i o n  s h a l l  

b e  n i n e t y  percent  (90%) of t h e  f u l l  s e r v i c e  r e t i r emen t  annu i ty  i f  t h e  

des igna ted  b e n e f i c i a r y  i s  of t h e  same age ,  o r  o l d e r ,  o r  less than  f i v e  

(5) y e a r s  younger than  t h e  r e t i r e d  employee. Such r e t i r emen t  annu i ty  

s h a l l  be reduced t o  t h e  e x t e n t  of one percent  (1%) f o r  each a d d i t i o n a l  

yea r  above f i v e  ( 5 )  t h a t  t h e  age  of t h e  member exceeds t h e  age  of t h e  

b e n e f i c i a r y ;  provided, t h a t  t h e  annu i ty  f o r  t h e  member s h a l l  i n  no event 

be  less than  s i x t y  percent  (60%) of t h e  f u l l  s e r v i c e  r e t i r emen t  annui ty .  

( e )  Upon dea th  of a  member, whi le  i n  s e r v i c e  o r  i n  r e c e i p t  

of a  s e r v i c e  r e t i r emen t  o r  d i s a b i l i t y  re t i rement  annu i ty ,  i f  a  su rv iv ing  

spouse o r  minor c h i l d r e n  su rv ive  t h e  member, a  s i n g l e  sum dea th  b e n e f i t  

payable i n  t h e  amount of One Thousand Dol la rs  ($1,000.00) s h a l l  be  

payable.  

Sec t ion  18. Survivor  Annuity Rate Formula.. 

( a )  The annual  su rv ivo r  annu i ty  payable under Sec t ion  17 

s h a l l  be determined a s  fol lows:  

1 Spouse. The b a s i c  annual annu i ty  s h a l l  be equal  

t o  f i f t y  percent  (50%) of t h e  d i s a b i l i t y  o r  s e r v i c e  r e t i r emen t  annu i ty  
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earned by t h e  member and accru ing  t o  h i s  o r  her  c r e d i t  a t  t h e  d a t e  of 

dea th  f o r  t h e  per iod  of h i s  o r  he r  t o t a l  s e rv i ce .  

The spouse ' s  b a s i c  annual  annu i ty  s h a l l  n o t ,  i n  any c a s e ,  be l e s s  

t han  One Thousand Two Hundred Do l l a r s  ($1,200.00) per  year .  

(2)  Children.  The b a s i c  annual  annui ty  s h a l l  be One 

Thousand Eighty Do l l a r s  ($1,080.00) per  year  f o r  a minor c h i l d  up t o  

e igh teen  (18) yea r s  of age. The t o t a l  b a s i c  annual annui ty  f o r  c h i l d r e n  

s h a l l  n o t ,  i n  any case ,  exceed Three Thousand Two Hundred For ty  Dol la rs  

($3,240.00) per  year  f o r  t h r e e  ( 3 )  o r  more minor c h i l d r e n .  

Sec t ion  19. Cont r ibut ions  t o  t h e  Fund. 

( a )  Each member of t h e  Fund s h a l l  c o n t r i b u t e  s i x  and 

one-half percent  (6$%) of s a l a r y  earned and accru ing  t o  such member. 

(b)  These c o n t r i b u t i o n s  s h a l l  be  made a s  a deduct ion  from 

s a l a r y ,  no twi ths tanding  t h a t  t h e  s a l a r y  paid i n  cash t o  such member 

may be reduced thereby below any e s t a b l i s h e d  s t a t u t o r y  r a t e .  

Sec t ion  20. Cont r ibut ions  by t h e  Government. The government s h a l l  

make c o n t r i b u t i o n s  t o  t h e  Fund each year  on an a c t u a r i a l l y  funded b a s i s  

toward t h e  a n n u i t i e s  and b e n e f i t s  h e r e i n  provided. These c o n t r i b u t i o n s  

s h a l l  be  equal  t o  t h e  sum of t h e  fol lowing:  

( a )  An annual  amount r e s u l t i n g  from t h e  a p p l i c a t i o n  of a  

r a t e  percent  of t h e  t o t a l  s a l a r i e s  of a l l  members r ep re sen t ing  t h e  

p re sen t  va lue  of t h e  a c t u a r i a l  r e s e r v e  requirement f o r  membership 

s e r v i c e ,  f o r  such year ,  f o r  s e r v i c e  r e t i r emen t  annu i ty ,  d i s a b i l i t y  

r e t i r emen t  annui'ty, and a n n u i t i e s  t o  widows and c h i l d r e n  and t h e  one 

y e a r  term premium f o r  t h e  government's l i a b i l i t y  f o r  dea th  b e n e f i t s ,  
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a f t e r  t a k i n g  c r e d i t ,  f o r  t h e  c o n t r i b u t i o n s  by the  members. 

(b)  An amount r e s u l t i n g  from t h e  a p p l i c a t i o n  of a  r a t e  

percent  of t o t a l  s a l a r l s s  of a l l  ineiiSsrs which w i l i  amor t ize  t h e  

remaining l i a b i l i t y  f o r  p r i o r  s e r v i c e  over  t h e  remainder of a s p e c i f i e d  

pe r iod ,  a s  determined by t h e  Board upon recommendation of t h e  a c t u a r y ,  

b u t  n o t  t o  exceed a  per iod of f o r t y  (40) yea r s  fo l lowing  t h e  o p e r a t i v e  

d a t e .  

(c) The amount of c o n t r i b u t i o n s  by t h e  government s h a l l  b e  

determined by apply ing  t h e  a p p l i c a b l e  percentage r a t e  of c o n t r i b u t i o n s  

as hereinabove p re sc r ibed  t o  t h e  t o t a l  s a l a r i e s  pa id  t o  t h e  members 

d u r i n g  each p a y r o l l  pe r iod ,  and a l l  such amounts s h a l l  b e  pa id  i n t o  

t h e  Fund fo l lowing  t h e  c l o s e  of each p a y r o l l  per iod ,  concur ren t ly  w i t h  

t h e  c o n t r i b u t i o n s  made t o  t h e  Fund by t h e  members. 

Sec t ion  21. Investment of Funds. 

( a )  The r e s e r v e s  of t h e  Fund i n  excess  of requirements  f o r  

c u r r e n t  operac ions  s h a l i  be  inves ted  and r e inves t ed  by o r  under 

a u t h o r i t y  of t h e  Board of Trus tees .  A t  i t s  d i s c r e t i o n ,  t h e  Board may 

d e s i g n a t e  i t s  Chairman o r  an  investment committee c o n s i s t i n g  of two (2) 

o r  more members of t h e  Board t o  s u p e r v i s e  t h i s  func t ion ;  i n  e i t h e r  ca se ,  

r e f e r e n c e s  t o  t h e  Board i n  Sec t ions  2 1  through 37 i n c l u s i v e  s h a l l  be  

deemed t o  r e f e r  t o  t h e  i n d i v i d u a l  o r  committee e x e r c i s i n g  s a i d  func t ion .  

(b) The Board s h a l l  have f u l l  power t o  manage t h e  investments  

a s  i n  i ts  considered judgment seems most app ropr i a t e  t o  t h e  requirements  

and o b j e c t i v e s  of t h e  Fund, i nc lud ing ,  b u t  no t  l i m i t e d  t o  t h e  power t o  

ho ld ,  purchase,  s e l l ,  convey, a s s i g n ,  t r a n s f e r ,  d i spose  o f ,  l e a s e ,  
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subdiv ide  o r  p a r t i t i o n  any a s s e t s  held o r  proceeds t h e r e o f ;  t o  execute  

o r  cause  t o  be executed r e l e v a n t  documents; t o  e n t e r  i n t o  p r o t e c t i v e  

agreements,  execute  p rox ie s ,  g ran t  consent ;  and t o  do a l l  o t h e r  t h ings  

necessary  o r  app ropr i a t e  t o  i t s  p o s i t i o n  a s  an owner o r  c r e d i t o r .  

( c )  A l l  proceeds and income from investments ,  o f  whatever 

n a t u r e ,  s h a l l  be c r e d i t e d  t o  t h e  account of t h e  Fund. Transac t ions  i n  

marketable  s e c u r i t i e s  s h a l l  be c a r r i e d  o u t  a t  p r e v a i l i n g  market p r i c e s .  

(d)  The Board may commingle s e c u r i t i e s  and monies s u b j e c t  t o  

t h e  c r e d i t i n g  of r e c e i p t s  and ea rn ings  and charging of payments t o  t h e  

a p p r o p r i a t e  accounts  e s t a b l i s h e d  by t h i s  Act. 

( e )  No member of t h e  Board and no employee of t h e  3oard s h a l l  

have any d i r e c t  o r  i n d i r e c t  i n t e r e s t  i n  t h e  income, ga ins  o r  p r o f i t s  on 

any investment  made by t h e  Board, nor s h a l l  any such person r e c e i v e  any 

pay o r  emolument f o r  s e r v i c e s  i n  connect ion wi th  any investment made by 

t h e  Board. P a r t i c i p a t i o n  i n  t h e  Fund under t h e  terms of t h i s  Act s h a l l  

n o t  be  construed t o  i nc lude  i n t e r e s t ,  pay o r  emolument w i t h i n  t h e  meaning 

of t h i s  subsec t ion .  

( f )  No member of t h e  Board, employee o r  agent  s h a l l  become an  

endorser  o r  s u r e t y  o r  i n  any manner an  ob l igo r  of investments  made by t h e  

Fund, nor  s h a l l  any member, employee o r  agent  be he ld  l i a b l e  f o r  a c t i o n s  

taken  i n  good f a i t h  and i n  performance of h i s  d u t i e s .  

(g)  Investments  may be he ld  i n  bea re r  form, o r  may be  

r e g i s t e r e d  e i t h e r  i n  t h e  name of t h e  Fund o r  t h e  nominee of t h e  

cus todian  engaged under Sec t ion  2 2 .  

(h)  Due b i l l s  may be accepted from b roke r s  a g a i n s t  payment 
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Sec t ion  23. Investment Agent. 

( a )  I n  o rde r  t o  s e c u r e  expe r t  advice  and counse l ,  t h e  Board 

may engage an investment agent which s h a l l  b e  an investment counse l  a s  

h e r e i n a f t e r  q u a l i f i e d .  A l l  c o s t s  i ncu r red  i n  t h i s  connect ion s h a l l  be  

pa id  from t h e  Fund. 

(b)  No person,  f i r m  o r  co rpo ra t ion  s h a l l  be e l i g i b l e  f o r  

employment a s  investment counse l  which a c t s  a s  p r i n c i p a l  f o r  i t s  own 

account  o r  a s  broker  f o r  a c l i e n t  o t h e r  than  t h e  Fund i n  connect ion 

w i t h  t h e  s a l e  of any s e c u r i t y  t o  o r  t h e  purchase of any s e c u r i t y  from 

t h e  Fund. 

( c )  No investment counse l  s h a l l  b e  engaged un le s s :  

(1) The p r i n c i p a l  bus ines s  of t h e  person,  f i r m  o r  

co rpo ra t ion  s e l e c t e d  by t h e  Board c o n s i s t s  of r ende r ing  investment 

supe rv i so ry  s e r v i c e s ,  t h a t  is ,  t h e  g iv ing  of cont inuous advice  as t o  

t h e  investment of funds on t h e  b a s i s  of t h e  i n d i v i d u a l  needs of each 

c l i e n t ;  and 

(2)  The p r i n c i p a l  ownership and c o n t r o l  of such person,  

f i r m  o r  co rpo ra t ion  r e s t s  wi th  i n d i v i d u a l s  who a r e  a c t i v e l y  engaged i n  

such bus iness ;  and 

(3)  Such person, f i r m  o r  co rpo ra t ion  and i ts  

predecessors  have been cont inuous ly  engaged i n  such bus ines s  f o r  a 

per iod  of t e n  (10) o r  more yea r s ;  and 

(4)  Such person,  f i r m  o r  co rpo ra t ion  i s  r e g i s t e r e d  a s  

a n  investment adv i so r  under t h e  laws of t h e  United S t a t e s  of America 

a s  from t ime t o  t ime i n  e f f e c t ;  and 
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(5) The contract between the Board and the investment 

counsel is of no specific duration and is voidable at any time by either 

party; and 

(6) Such person, firm or corporation certifies, in 

writing, to the Board, that the assets under its direct investment 

supervision are in excess of Two Hundred Million Dollars 

($200,000,000.00). 

(d) The Board or its designee under Section 21 (a) shall 

establish and may from time to time change operating arrangements with 

the investment agent in order to facilitate efficient management and 

timely investment action. 

(e) No investment shall be made unless in the opinion of the 

investment agent it is an appropriate investment for the Fund and is an 

authorized investment under Sections 21 through 37 inclusive, or in the 

absence of such opinion, unless preceded by a resolution of the Board 

directing the investment. 

Section 24. General Investment Limitations. No investment shall 

be made if, after such investment, the Fund would own: 

(a) Any combination of obligations of any one political 

subdivision, corporation or other single issuing entity in excess of 

five percent (5%) of Fund assets at cost. This limitation shall not 

apply to general obligations of the United States, the Dominion of 

Canada, or this Commonwealth. 

(b) Obligations of the Dominion of Canada, together with its 

political subdivisions and corporations organized under its law or the 
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laws of its provinces in excess of ten percent (10%) of the Fund assets 

at cost. 

( c )  Obligations or other investments issued or guaranteed 

by this Commonwealth, in excess of ten percent (10%) of Fund assets at 

cost; provided, however, that this limitation shall not apply to such 

obligations or other investments that are unconditionally guaranteed as 

to principal and interest by, or supported by lease assignment from, 

another entity whose principal business is outside of said Commonwealth 

and whose obligations are authorized investments under Sections 21 

through 37 inclusive. 

Section 25. Guarantees and Assignments. Bonds or other evidence 

of indebtedness of any issuing entity, if not authorized for investments 

by other sections, are authorized under this Section if they are: 

(a) Unconditionally guaranteed as to principal and interest 

by another entity; or 

(b) Secured by a first mortgage and by an unconditional 

assignment of lease payments by another entity; or 

(c) Secured by a chattel mortgage or conditional sales 

contract and by an unconditional assignment of lease payments by 

another entity, and the face amount of the bonds or other evidence of 

indebtedness does not exceed eighty percent (80%) of the purchase price 

of the property securing the mortgage or contract; 

PROVIDED, however, that under subsections (a), (b) and (c) the bonds or 

other evidences of indebtedness of the guarantor or lessor are authorized 

investments under Sections 21 through 37 inclusive. 
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section 26.  Authorized Investments. Sections 27 through 37 

inclusive, identify specific types of investments which are authorized 

for purchase by the Fund subject to the procedures, limitations and 

authorizations contained in Sections 21 through 25 inclusive. Nothing 

contained in any section shall be construed to require sale or 

disposition of an investment, authorized at the time of acquisition, if 

such investment should subsequently cease to be authorized for purchase. 

Section 27. Authorized Investments: Bank Deposits. 

Interest-bearing time deposits in banks organized under the laws of the 

United States or any state or territory thereof, provided that said bank: 

(a) Has capital and surplus in excess of Ten Million Dollars 

($10,000,000.00); and 

(b) Is a member of the Federal Reserve System; and 

(c) Together with any predecessors has been conducting a 

banking business for a continuous period of ten (10) or more years; or 

(d) Any bank or savings and loan association chartered in 

Guam or this Commonwealth and a member of the Federal Deposit Insurance 

Corporation or the Federal Home Loan Bank System. 

Section 28. Authorized Investments: Bonds of United States and 

Federal Instrumentalities. Bonds or other evidence of indebtedness of 

the United States of America or any of its agencies or instrumentalities 

when such obligations are guaranteed as to principal and interest by the 

United States of America or by any agency or instrumentality thereof. 

Section 29 .  Authorized Investment: Canadian Bonds. Bonds or 

other evidences of indebtedness which are direct obligations of, or 
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secured by t h e  f u l l  f a i t h  and c r e d i t  o f ,  t h e  Dominion of Canada o r  any 

of i t s  provinces ,  c i t i e s  o r  municipal  co rpo ra t ions ,  where t h e r e  e x i s t s  

t h e  power t o  l evy  t a x e s  f o r  t h e  prompt payment of t h e  p r i n c i p a l  and 

i n t e r e s t  of such bonds o r  evidences of indebtedness ;  bu t  t h e  i s s u e r  

s h a l l  no t  be i n  d e f a u l t  i n  t h e  payment of p r i n c i p a l  o r  i n t e r e s t  on 

any bonds o r  o t h e r  evidences of indebtedness .  

S e c t i o n  30. Authorized Investments:  Bonds of S t a t e s  and 

T e r r i t o r i e s .  Bonds o r  o t h e r  evidences of indebtedness  which a r e  d i r e c t  

o b l i g a t i o n s  of o r  secured by t h e  f u l l  f a i t h  and c r e d i t  of any s t a t e  o r  

t e r r i t o r y  of t h e  United S t a t e s  o r  t h e  D i s t r i c t  of Columbia where t h e r e  

e x i s t s  t h e  power t o  levy t a x e s  f o r  t h e  prompt payment of t h e  p r i n c i p a l  

and i n t e r e s t  of such bonds o r  evidences of indebtedness;  b u t  t h e  i s s u e r  

s h a l l  no t  be  i n  d e f a u l t  i n  t h e  payment of p r i n c i p a l  o r  i n t e r e s t  on any 

bonds o r  o t h e r  evidences of indebtedness .  

Sec t ion  31. Authorized Investments : Pub l i c  Revenue Bonds. 

Bonds o r  o t h e r  o b l i g a t i o n s  which a r e  payable from revenues o r  ea rn ings  

s p e c i f i c a l l y  pledged t h e r e f o r  of a  p u b l i c  u t i l i t y ,  s t a t e ,  munic ipa l ly  

o r  t e r r i t o r a l l y  owned, e i t h e r  d i r e c t l y  o r  through any c i v i l  d i v i s i o n ,  

a u t h o r i t y  o r  pub l i c  i n s t r u m e n t a l i t y  of a s t a t e  o r  t e r r i t o r y  o r  

mun ic ipa l i t y ;  provided, t h a t :  

( a )  The laws of t h e  s t a t e  o r  t e r r i t o r y  o r  mun ic ipa l i t y  

a u t h o r i z i n g  t h e  i s suance  of such bonds o r  o t h e r  o b l i g a t i o n s  r e q u i r e  t h a t  

r a t e s  f o r  s e r v i c e  s h a l l  be  f i x e d ,  maintained and c o l l e c t e d  a t  a l l  t imes 

s o  a s  t o  produce s u f f i c i e n t  revenue o r  ea rn ings  t o  pay a l l  o p e r a t i n g  and 

maintenance charges and both p r i n c i p a l  and i n t e r e s t  of such bonds o r  
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o b l i g a t i o h s ;  and 

(b)  No such bonds o r  o t h e r  o b l i g a t i o n s  s h a l l  be i n  d e f a u l t  

i n  t h e  payment of p r i n c i p a l  o r  i n t e r e s t .  

Sec t ion  32. Authorized Investments:  Bonds of Corporat ions.  

( a )  Bonds, debentures ,  n o t e s  and o t h e r  evidences of 

indebtedness  of any co rpo ra t ion  o r  co rpo ra t ions  c r ea t ed  o r  e x i s t i n g  

under t h e  laws of t h e  United S t a t e s  o r  of any of t h e  s t a t e s  o r  

t e r r i t o r i e s  of t h e  United S t a t e s  o r  t h e  D i s t r i c t  of Columbia, o r  t h e  

Dominion of Canada o r  any of i t s  provinces ,  which a r e  n o t  i n  d e f a u l t  

e i t h e r  a s  t o  p r i n c i p a l  o r  i n t e r e s t ;  provided,  t h a t :  

(1)  Such bonds o r  o t h e r  evidences of indebtedness  a r e  

r a t e d  w i t h i n  t h e  f o u r  (4) h ighes t  c a t e g o r i e s  by two (2)  n a t i o n a l l y  

recognized and publ ished r a t i n g  s e r v i c e s  which have been approved by 

t h e  Board and t h e  Investment Agent; o r  

(2)  I n  c a s e  such bonds o r  o t h e r  evidence of indebtedness  

a r e  n o t  s o  r a t e d  by two ( 2 )  such s e r v i c e s ,  t h e  n e t  ea rn ings  a v a i l a b l e  

f o r  f i x e d  charges over  a  per iod  of f i v e  (5) f i s c a l  y e a r s  next  preceding 

t h e  d a t e  of investment have averaged per  y e a r ,  and du r ing  e i t h e r  of t h e  

l a s t  two (2)  y e a r s  have been, a f t e r  d e p r e c i a t i o n  and a f t e r  t a x e s ,  n o t  

l e s s  than: 

A. Two (2) t imes i ts  average annual  f i x e d  

charges  over  t h e  same pe r iod ,  i n  t h e  case  of any p u b l i c  u t i l i t y  

company ; 

B. One and one-half '(1%) t imes i t s  average  

annual  f i x e d  charges  over t h e  same pe r iod ,  i n  t h e  c a s e  of any 
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f i n a n c e  company; o r  

C. Three (3) t imes i ts  average annual  f i xed  

charges  over  t h e  same pe r iod ,  i n  t h e  c a s e  of any o t h e r  company. 

(b)  No investment s h a l l  be made i n  any one i s s u e  descr ibed  

i n  t h i s  Sec t ion  i n  a n  amount i n  excess  of t e n  percent  (10%) of such 

i s s u e .  

Sec t ion  33. Authorized Investments:  Equipment: T r u s t  Obl iga t ions .  

( a )  Equipment t r u s t  o b l i g a t i o n s  o r  c e r t i f i c a t e s  evidencing 

a n  i n t e r e s t  i n  o r  l i e n  upon t r a n s p o r t a t i o n  equipment used o r  t o  be  used 

by a common c a r r i e r  o r  c a r r i e r s  and a r i g h t  t o  r e c e i v e  determined 

p o r t i o n s  of f i x e d  o b l i g a t o r y  payments f o r  t h e  u s e  o r  purchase of such 

equipment, when such o b l i g a t i o n s  o r  c e r t i f i c a t e s  a r e  i s sued  and a r e  

uncond i t i ona l ly  guaranteed a s  t o  p r i n c i p a l  and i n t e r e s t ,  and, a s  t o  t h e  

payment of such o b l i g a t o r y  payments, by a  co rpo ra t ion  c r e a t e d  o r  e x i s t i n g  

under t h e  laws of t h e  United S t a t e s  o r  any s t a t e ,  d i s t r i c t  o r  t e r r i t o r y  

t h e r e o f ,  o r  t h e  Dominion of Canada o r  any of i ts  provinces ,  and when t h e  

f a c e  amount of such o b l i g a t i o n s  o r  c e r t i f i c a t e s  does not  exceed e i g h t y  

pe rcen t  (80%) of t h e  purchase p r i c e  of t h e  t r a n s p o r t a t i o n  equipment. 

(b)  No investment s h a l l  be  made i n  any one i s s u e  descr ibed  

i n  t h i s  Sec t ion  i n  an amount i n  excess  of t e n  percent  (10%) of such 

i s s u e .  

Sec t ion  34.  Authorized Investments:  P re fe r r ed  Stock. 

( a )  P re fe r r ed  o r  guaranteed s t o c k  o r  s h a r e s  of any 

i n s t i t u t i o n  crea.ted o r  e x i s t i n g  under t h e  laws of t h e  United S t a t e s  o r  

of  any s t a t e ,  d i s t r i c t  o r  t e r r i t o r y  thereof  o r  t h e  D i s t r i c t  of Columbia, 
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o r  t h e  Dominion of Canada o r  any of i t s  provinces;  provided,  t h a t :  

(1)  A l l  p u b l i c l y  he ld  p r i o r  o b l i g a t i o n s  and p r i o r  

p r e f e r r e d  s tock ,  i f  any, of such i n s t i t u t i o n  a t  t h e  d a t e  of a c q u i s i t i o n  

a r e  e l i g i b l e  a s  investments  under Sec t ions  21 through 37 i n c l u s i v e ;  and 

(2)  The n e t  ea rn ings  of t h e  i n s t i t u t i o n  a v a i l a b l e  f o r  

f i x e d  charges  over  a per iod  of f i v e  (5) f i s c a l  y e a r s  nex t  preceding  t h e  

d a t e  of investment have averaged per  y e a r ,  and du r ing  e i t h e r  of t h e  l a s t  

two (2)  yea r s  have been, a f t e r  d e p r e c i a t i o n  and a f t e r  income t a x e s ,  no t  

l e s s  than: 

A. Two (2) t imes i t s  average annual  f i x e d  charges ,  

maximum cont ingent  i n t e r e s t  and p r e f e r r e d  d iv idend requi rements  

over  t h e  same per iod ,  i n  t h e  c a s e  of any pub l i c  u t i l i t y  company; o r  

B. Three ( 3 )  t imes i ts average annual  f i x e d  

charges ,  maximum cont ingent  i n t e r e s t  and p r e f e r r e d  d iv idend 

requi rements  over  t h e  same pe r iod ,  i n  t h e  c a s e  of any o t h e r  

company. 

(b) For purposes of t h i s  Sec t ion ,  t h e  term "prefer red  

dividend requirements" s h a l l  mean cumulat ive and noncumulative 

d iv idends  on a l l  p r e f e r r e d  s t o c k  of t h e  i s s u e r ,  whether pa id  o r  no t .  

( c )  L imi t a t ions  : 

(1)  No investments  s h a l l  be made i n  any one i s s u e  

descr ibed  i n  subsec t ion  1 i n  a n  amount i n  excess  of t e n  pe rcen t  (10%) 

of such i s sues .  

C2) No more than  two percent  (2%) of t h e  Fund a t  c o s t  

s h a l l  be i nves t ed  i n  t h e  p re fe r r ed  s t o c k  of any one i s s u i n g  company. 
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(3)  The aggrega te  of a l l  investments  au tho r i zed  under 

t h i s  Sec t ion  s h a l l  no t  exceed f i f t e e n  percent  (15%) of Fund a s s e t s  a t  

c o s t .  

Sec t ion  35. Authorized Investments:  Common Stock. Common o r  

c a p i t a l  s t o c k  o r  s h a r e s  of any i n s t i t u t i o n  o r  e n t i t y  c r ea t ed  o r  

e x i s t i n g  under t h e  laws of t h e  United S t a t e s  o r  of any s t a t e ,  d i s t r i c t  

o r  t e r r i t o r y  the reo f  o r  t h e  D i s t r i c t  of Columbia, o r  t h e  Dominion of 

Canada o r  any of i ts  provinces;  provided,  t h a t :  

( a )  The i s s u i n g  i n s t i t u t i o n ,  e n t i t y ,  o r  a  predecessor  

t h e r e t o  has  r epo r t ed  a  p r o f i t  i n  a t  l e a s t  four  (4) of t h e  f i v e  (5)  

f i s c a l  y e a r s  nex t  preceding t h e  d a t e  of investment ,  o r  a l t e r n a t i v e l y  

i n  a t  least seven (7) of t h e  t e n  (10) f i s c a l  yea r s  next  preceding t h e  

d a t e  of investment;  and 

(b) The i n s t i t u t i o n ,  e n t i t y ,  o r  such predecessor  has  pa id  

cash  d iv idends  on i t s  common o r  c a p i t a l  s t o c k  i n  a t  l e a s t  four  (4)  

of t h e  f i v e  (5)  y e a r s  next  preceding t h e  d a t e  of investment ,  o r  

a l t e r n a t i v e l y  i n  a t  l e a s t  seven ( 7 )  of t h e  t en  (10) f i s c a l  yea r s  

nex t  preceding  t h e  d a t e  of investment;  and 

( c )  T o t a l  cash  d iv idends  have no t  exceeded t o t a l  ea rn ings  

i n  t h e  f i v e  (5)  y e a r s  next  preceding t h e  d a t e  of investment;  and 

(d)  On t h e  d a t e  of investment ,  t h e  i s s u e r  s h a l l  n o t  be  i n  

d e f a u l t  i n  payment of p r i n c i p a l  o r  i n t e r e s t  on any of i t s  p u b l i c l y  he ld  

bonds o r  o t h e r  evidences of indebtedness ,  and any cont ingent  i n t e r e s t ,  

cumulat ive and noncumulative p re fe r r ed  d iv idends ,  and d iv idends  on 

p r i o r  common o r  c a p i t a l  s t o c k  s h a l l  have been pa id  i n  f u l l .  
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( e )  L imi t a t ions :  

(1)  No investment s h a l l  be made i n  any one (1) i s s u e  

descr ibed  i n  t h i s  Sec t ion  i n  an  amount i n  excess  of t e n  percent  (10%) 

of such i s s u e ;  and 

(2)  The investment i n  common o r  c a p i t a l  s t o c k  of any 

one i s s u i n g  company s h a l l  no t  exceed two percent  (2%) of t h e  Fund a t  

c o s t ;  and 

( 3 )  The aggrega te  of a l l  investments  under t h i s  Sec t ion  

s h a l l  no t  exceed twenty-f ive percent  (25%) of t h e  Fund a t  c o s t .  

Sec t ion  3 6 .  Investment Funds. 

( a )  Common o r  c a p i t a l  s h a r e s  of an2 investment t r u s t  o r  

mutual  fund r e g i s t e r e d  wi th  t h e  S e c u r i t i e s  and Exchange Commission 

under t h e  Investment Company Act of 1940, a s  from t ime t o  t ime amended; 

provided,  t h a t  t h e  c o s t  of t h e  s h a r e s  acqui red  i s  no g r e a t e r  than  t h e i r  

n e t  a s s e t  va lue  on t h e  d a t e  of a c q u i s i t i o n .  

(b)  P re fe r r ed  s h a r e s  of any investment t r u s t  o r  mutual fund 

r e g i s t e r e d  wi th  t h e  S e c u r i t i e s  and Exchange Commission under t h e  

Investment Company Act of 1940, a s  from t ime t o  t ime amended, provided 

t h a t :  

(1)  The number of i s sued  and outs tanding  common o r  

c a p i t a l  sha re s  m u l t i p l i e d  by t h e i r  a s s e t  va lue  per  s h a r e ,  p l u s  

(2)  The number of i s sued  and ou t s t and ing  p r e f e r r e d  

s h a r e s  mu l t ip l i ed  by t h e i r  par  o r  s t a t e d  v a l u e ,  i s  a t  l e a s t  f i f t y  

percent  (50%) g r e a t e r  than  t h e  number of i s sued  and ou t s t and ing  p r e f e r r e d  

s h a r e s  mu l t ip l i ed  by t h e i r  par  o r  s t a t e d  va lue .  For purposes of t h i s  

Page 34 of 44 



S.B. N O .  1-50, S.D.2 

Sec t ion ,  t h e  number of i s sued  and ou t s t and ing  s h a r e s  s h a l l  be taken 

as of t h e  l a t e s t  a v a i l a b l e  p u b l i c  r e p o r t  of such investment t r u s t  o r  

mutual fund. P re fe r r ed  s h a r e s  a s  descr ibed  i n  t h i s  subsec t ion  s h a l l  

n o t  be s u b j e c t  t o  t h e  p rov i s ions  of Sec t ion  3 4 .  

(c)  The term "net a s s e t  value" a s  used i n  t h i s  Sec t ion  s h a l l  

mean t h e  t o t a l  quoted o r  es t imated  market v a l u e  of a l l  s e c u r i t i e s  o r  

o t h e r  a s s e t s  owned, l e s s  t h e  t o t a l  of a l l  de te rminable  l i a b i l i t i e s ,  

as r epor t ed  by such investment t r u s t  o r  mutual fund. 

(d )  L imi t a t ions  : 

(1)  The investment i n  p r e f e r r e d ,  common and c a p i t a l  

s t o c k  of any one investment t r u s t  o r  mutual fund s h a l l  n o t  exceed 

f i v e  percent  (5%) of t h e  Fund a t  c o s t ;  and 

(2)  The aggrega te  of a l l  investments  under t h i s  

S e c t i o n  s h a l l  no t  exceed t e n  percent  (10%) of t h e  Fund a t  c o s t .  

Sec t ion  37. F i r s t  Mortgages o r  I n t e r e s t s  Therein:  Secured 

I n t e r e s t s  i n  Real Proper ty .  

( a )  E n t i r e  f i r s t  mortgages on improved unencumbered r e a l  

p rope r ty  loca t ed  i n  t h e  United S t a t e s ,  any s t a t e  o r  t e r r i t o r y  t h e r e o f ,  

o r  t h e  D i s t r i c t  of Columbia; provided,  t h a t  t h e  amount loaned does n o t  

exceed seventy-f ive percent  (75%) of t h e  f a i r  market v a l u e  of such 

proper ty ,  t h e  worth t o  be s u b s t a n t i a t e d  by a  q u a l i f i e d  r e a l  e s t a t e  

a p p r a i s e r  accep tab le  t o  t h e  Board. 

(b) Bonds, n o t e s ,  o r  o t h e r  evidences of indebtedness  secured 

by f i r s t  mortgages on r e a l  proper ty  t h a t  a r e :  

(1) Guaranteed by t h e  Veterans '  Adminis t ra t ion  under t h e  
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servicemen's  Re-adjustment Act of 1944 ( a s  from t ime t o  t i m e  amended), 

o r  o therwise  guaranteed by t h e  United S t a t e s  of America, o r  by any 

agency o r  i n s t r u m e n t a l i t y  of t h e  United S t a t e s  of America which 

a f f o r d s  e s s e n t i a l l y  t h e  same p r o t e c t i o n  a s  t h a t  provided by 

Servicemen's Re-adjustment Act; o r  

(2)  Insured under t h e  National  Housing Act o r  under 

t h e  Farmer's Home Administrat ion Act of 1946 ( a s  from time t o  t ime 

amended); provided, t h a t  t h e  amount loaned does not  exceed one hundred 

percent  (100%) of t h e  f a i r  market va lue  of t h e  p rope r ty ,  t h e  worth t o  

be s u b s t a n t i a t e d  by a q u a l i f i e d  real estate a p p r a i s e r  accep tab le  t o  

t h e  Board. 

(c) Real  proper ty ,  f i r s t  mortgages on r e a l  p rope r ty ,  o r  

any p a r t i c i p a t i o n  o r  i n t e r e s t  t h e r e i n ,  which may a l s o  inc lude  

equipment e s s e n t i a l  t o  t h e  use  of s a i d  r e a l  p roper ty ,  provided t h a t :  

(1)  The repayment of p r i n c i p a l  and i n t e r e s t  on such 

mortgages o r  t h e  r e n t a l  income from such r e a l  proper ty  o r  i n t e r e s t  

t h e r e i n  i s  guaranteed by, o r  secured by d i r e c t  o r  assigned o b l i g a t i o n s  

o f ,  any i n s t i t u t i o n  o r  e n t i t y  whose bonds o r  o t h e r  evidences of 

indebtedness  a r e  au thor ized  investments  under Sec t ions  21  through 37 

i n c l u s i v e ;  and 

(2)  Such p rope r ty  is  loca t ed  i n  t h e  United S t a t e s ,  

any s t a t e  o r  t e r r i t o r y  t h e r e o f ,  o r  t h e  D i s t r i c t  of Columbia; and 

( 3 )  The amount loaned o r  pa id  does no t  exceed one 

hundred percent  (100%) of t h e  f a i r  market va lue  of p rope r ty  o r  

p a r t i c i p a t i o n  o r  i n t e r e s t  t h e r e i n ,  t h e  worth t o  be s u b s t a n t i a t e d  by a  
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q u a l i f i e d  r e a l  e s t a t e  a p p r a i s e r  accep tab le  t o  t h e  Board. 

(d)  Any s h a r e s  o r  p a r t i c i p a t i n g  i n t e r e s t s  i n  a  co rpo ra t ion  

o r  t r u s t  formed t o  a c q u i r e  investments  of t h e  type  au tho r i zed  i n  

subsec t ions  ( a ) ,  (b) and ( c )  of t h i s  Sec t ion .  

( e )  Improved r e a l  proper ty ,  a s  used i n  t h i s  Sec t ion ,  s h a l l  

mean r e a l  p rope r ty  on which a r e  s i t u a t e d  permanent b u i l d i n g s  s u i t a b l e  

f o r  r e s idence ,  i n d u s t r y  o r  commerce. The term "mortgage1' s h a l l  be 

construed t o  i nc lude  a  deed of t r u s t  f o r  s e c u r i t y .  The term " i n t e r e s t  

i n  r e a l  property" s h a l l  be  construed t o  i nc lude  a  leasehold  i n  r e a l  

p rope r ty  . 
( f )  Real proper ty  f o r  t h e  purposes of t h i s  Sec t ion  s h a l l  no t  

be  deemed t o  be  encumbered w i t h i n  t h e  meaning of t h i s  Sec t ion  by reason  

of t h e  e x i s t e n c e  of ins t ruments  r e s e r v i n g  rights-of-way, sewer r i g h t s  

and r i g h t s  i n  w a l l s  nor  by reason  of b u i l d i n g  r e s t r i c t i o n s  o r  o t h e r  

r e s t r i c t i v e  covenants ,  nor  by reason  of t h e  f a c t  t h a t  i t  i s  s u b j e c t  t o  

l e a s e  under which r e n t s  o r  p r o f i t s  a r e  reserved  t o  t h e  owner, i f  t h e  

s e c u r i t y  f o r  such investment i s  a f u l l  and u n r e s t r i c t e d  f i r s t  l i e n  upon 

such r e a l  proper ty  and t h e r e  i s  no cond i t i on  nor r i g h t  of re-entry o r  

f o r f e i t u r e  under which such investments  can be c u t  o f f ,  subord ina ted  o r  

o therwise  d i s tu rbed .  

(g)  No investment s h a l l  be  made, e i t h e r  d i r e c t l y  o r  

i n d i r e c t l y ,  i n  mortgages j u n i o r  t o  f i r s t  mortgages. 

(h)  No mortgage loan  upon a  leasehold  s h a l l  be  made o r  

acqui red  pursuant  t o  t h i s  Sec t ion  u n l e s s  t h e  terms thereof  provide  f o r  

amor t i za t ion  payments t o  be made by t h e  borrower on t h e  p r i n c i p a l  thereof  
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a t  l e a s t  once i n  each year  i n  amounts s u f f i c i e n t  t o  completely amort ize 

t h e  loan  w i t h i n  a  per iod of f o u r - f i f t h s  (4/5)  of t h e  term of t h e  

l ea seho ld ,  i n c l u s i v e  of t h e  term which may be provided by enforceable  

o p t i o n  of renewal, which i s  unexpired a t  t h e  t i m e  t h e  loan  i s  made, bu t  

i n  no event  exceeding t h i r t y  (30) yea r s .  

( i )  Serv ic ing  agreements may be arranged wi th  q u a l i f i e d  

mortgage s e r v i c i n g  i n s t i t u t i o n s  f o r  t h e  handl ing of mortgage s e r v i c e  

d e t a i l s .  The s e r v i c e r  may be  reimbursed t h e  customary f e e  charged by 

t h e  t r ade .  The s e r v i c e r  s h a l l  f u r n i s h  t h e  Board each month, w i th  

r e s p e c t  t o  each mortgage se rv i ced ,  pos t ings  of a l l  c a sh  t r a n s a c t i o n s  

a f f e c t i n g  each mortgage, and ,  a t  t h e  end of each ca lendar  y e a r ,  a  

completely posted ledger  shee t  f o r  each s e p a r a t e  mortgage se rv i ced ,  

g iv ing  a l l  c a sh  t r a n s a c t i o n s  a f f e c t i n g  such mortgage. 

( j )  The aggrega te  of a l l  investments  made under t h i s  

Sec t ion  s h a l l  no t  exceed f o r t y  percent  (40%) of t h e  Fund a t  c o s t .  

Sec t ion  38. Cont r ibut ion  Reserves and Accounts. A l l  a s s e t s  of 

t h e  Fund s h a l l  be  c r e d i t e d  according t o  t h e  purposes f o r  which they 

a r e  he ld  i n  t h e  fo l lowing  des igna ted  r e s e r v e  accounts:  

( a )  Member's Cont r ibut ion  Reserve. The amounts con t r ibu ted  

by f h e  members s h a l l  be c r e d i t e d  t o  t h i s  r e s e r v e ,  t oge the r  w i t h  r egu la r  

i n t e r e s t  thereon  a s  h e r e i n  provided. An i n d i v i d u a l  account s h a l l  be 

maintained f o r  each member t o  which s h a l l  be c r e d i t e d  t h e  amounts of 

h i s  c o n t r i b u t i o n s  and i n t e r e s t  thereon.  Regular i n t e r e s t  on such 

c o n t r i b u t i o n s  s h a l l  be c r e d i t e d  annua l ly ,  as of t h e  c l o s e  of each y e a r ,  

and s h a l l  be  allowed only on t h e  amount of t h e  accumulated c o n t r i b u t i o n s  
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s t and ing  t o  t h e  c r e d i t  of each member a t  t h e  beginning of each yea r .  

A s ta tement  of account s h a l l  be i ssued  t o  each member annua l ly ,  a s  of 

t h e  end of each f i s c a l  yea r ,  showing t h e  amount of h i s  accumulated 

c o n t r i b u t i o n s  p l u s  i n t e r e s t .  Upon t h e  g ran t ing  of s e r v i c e  r e t i r emen t  

annu i ty ,  d i s a b i l i t y  annu i ty ,  o r  s u r v i v o r s '  annui ty  o r  b e n e f i t ,  t h e  

accumulated c o n t r i b u t i o n s ,  i nc lud ing  i n t e r e s t ,  t o  t h e  c r e d i t  of t h e  

member concerned s h a l l  be t r a n s f e r r e d  from t h i s  r e s e r v e  t o  t h e  

r e t i r e m e n t  r e se rve .  Refunds and dea th  b e n e f i t  payments r e p r e s e n t i n g  

members' c o n t r i b u t i o n s  s h a l l  be charged t o  t h i s  r e se rve .  

(b) Employer's Cont r ibut ion  Reserve. The amounts 

con t r ibu ted  by t h e  government under t h e  p rov i s ions  h e r e o f ,  f o r  s e r v i c e  

r e t i r emen t  annu i ty ,  d i s a b i l i t y  r e t i r emen t  annui ty  and b e n e f i t s  t o  

s u r v i v o r s  cover ing  membership s e r v i c e  and p r i o r  s e r v i c e ,  s h a l l  be  

c r e d i t e d  t o  t h i s  r e se rve .  Regular i n t e r e s t  s h a l l  be c r e d i t e d  annual ly  

upon t h e  mean amount i n  t h e  r e se rve .  Upon g ran t ing  of a  s e r v i c e  

r e t i r emen t  annu i ty ,  d i s a b i l i t y  r e t i r emen t  annui ty  o r  s u r v i v o r s '  

b e n e f i t s ,  a n  amount r e p r e s e n t i n g  t h e  excess  of t h e  a c t u a r i a l  va lue  of 

t h e  annu i ty ,  o r  b e n e f i t  over  t h e  accumulated c o n t r i b u t i o n s  of t h e  

member, i nc lud ing  i n t e r e s t ,  s h a l l  be t r a n s f e r r e d  from t h i s  r e s e r v e  

t o  t h e  r e t i r emen t  r e se rve .  

( c )  Retirement Reserve. Upon t h e  g ran t ing  of a s e r v i c e  

r e t i r emen t  annu i ty ,  d i s a b i l i t y  r e t i r emen t  annui ty ,  o r  s u r v i v o r s '  

b e n e f i t s ,  t h e  accumulated c o n t r i b u t i o n s  of t h e  member, i nc lud ing  

i n t e r e s t ,  and a n  amount r ep re sen t ing  t h e  excess  of t h e  a c t u a r i a l  v a l u e  

of  t h e  annu i ty  o r  b e n e f i t  over such accumulated c o n t r i b u t i o n s ,  s h a l l  be 
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t r a n s f e r r g d  t o  t h i s  r e s e r v e  from t h e  member's c o n t r i b u t i o n  r e s e r v e  and 

employer 's c o n t r i b u t i o n  r e s e r v e ,  r e s p e c t i v e l y .  A l l  payments on account 

of any such annu i ty  o r  b e n e f i t  s h a l l  be  charged t o  t h i s  r e se rve .  

Regular i n t e r e s t  s h a l l  be  c r e d i t e d  annual ly  upon t h e  mean amount of 

t h i s  r e se rve .  Any excess  balance i n  t h i s  r e s e r v e ,  a s  de'termined by 

a c t u a r i a l  v a l u a t i o n  a s  of t h e  c l o s e  of any f i s c a l  y e a r ,  s h a l l  be  app l i ed  

t o  reduce t h e  employer 's c o n t r i b u t i o n s  f o r  membership s e r v i c e  f o r  t h e  

f i s c a l  year  next  fol lowing t h e  d a t e  of such va lua t ion .  Any de f i c i ency  

i n  t h i s  r e s e r v e  s h a l l  be removed by an i n c r e a s e  i n  t h e  amount of 

employer 's c o n t r i b u t i o n s  f o r  membership s e r v i c e .  

(d) Death Benef i t  Account. The amount r ep re sen t ing  t h e  

c o n t r i b u t i o n s  by t h e  government f o r  dea th  b e n e f i t s  s h a l l  be  c r e d i t e d  t o  

t h i s  account.  A l l  dea th  b e n e f i t  payments on account of dea th  of t h e  

member whi le  i n  s e r v i c e  s h a l l  be charged t o  t h i s  account .  

(e)  I n t e r e s t  and Investment Income Reserve. A l l  income from 

investments ,  inc luding  ga ins  on investment t r a n s a c t i o n s ,  s h a l l  b e  

c r e d i t e d  t o  t h i s  r e se rve .  A l l  l o s s e s  on investments  s h a l l  be  charged t o  

t h i s  r e se rve .  A l l  amounts r equ i r ed  f o r  i n t e r e s t  on t h e  o t h e r  r e s e r v e  

accounts  of t h e  Fund s h a l l  be t r a n s f e r r e d  from t h i s  r e se rve .  

(f) Supplementary Annuity Payment Reserve. To de f r ay  t h e  

c o s t  of i n c r e a s e s  i n  t h e  annu i ty ,  investment income acc ru ing  t o  t h e  Fund 

from investments  held by t h e  Fund, exc lus ive  of ga ins  o r  l o s s e s  on s a l e s  

o r  exchanges of investments  dur ing  t h e  y e a r ,  over  and above fou r  percent  

( 4 % )  per  annum, s h a l l  be  used t o  t h e  e x t e n t  necessary ,  and t h e  amount 

thereof  s h a l l  be t r a n s f e r r e d  a s  of t h e  end of each yea r ,  beginning w i t h  
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t h e  year  19 - , t o  an  account t o  be  des igna ted  a s  t h e  "Supplementary 

Annuity Payment Reserve1'. The inc reases  i n  a n n u i t i e s  e f f e c t i v e  

, s h a l l  be  charged t o  t h i s  r e se rve .  

Sec t ion  39. I n t e r e s t  of Members i n  Fund. Each member s h a l l ,  by 

v i r t u e  of t h e  payment of c o n t r i b u t i o n s  t o  t h e  system, r e c e i v e  a ves ted  

i n t e r e s t  i n  such c o n t r i b u t i o n s ,  and i n  cons ide ra t ion  of such ves t ed  

i n t e r e s t ,  s h a l l  be conc lus ive ly  deemed t o  undertake and a g r e e  t o  pay 

t h e  same and t o  have t h e  amounts deducted from h i s  compensation a s  

h e r e i n  provided. 

Sec t ion  40. Rights  t o  Annuity. The r i g h t  t o  a  r e t i r emen t  annui ty ,  

d i s a b i l i t y  annu i ty ,  su rv ivo r s '  annu i ty  o r  b e n e f i t ,  dea th  b e n e f i t ,  o r  any 

o t h e r  b e n e f i t  under t h e  p rov i s ions  he reo f ,  by whatever name c a l l e d ,  o r  

refund,  i s  personal  wi th  t h e  r e c i p i e n t  t h e r e o f ,  and t h e  assignment o r  

t r a n s f e r  of such b e n e f i t  o r  any p a r t  thereof  s h a l l  be void ,  except a s  

h e r e i n  provided; any such annu i ty ,  b e n e f i t  o r  refund s h a l l  n o t  answer 

f o r  d e b t s  con t r ac t ed  by t h e  person r ece iv ing  t h e  same, and i t  i s  t h e  

i n t e n t i o n  of t h i s  Act t h a t  they  s h a l l  no t  be a t t a c h e d  o r  a f f e c t e d  by any 

j u d i c i a l  proceedings. 

Sec t ion  41. Payments: Time For.  

( a )  Any s e r v i c e  r e t i r emen t  annu i ty ,  d i s a b i l i t y  r e t i r emen t  

annu i ty ,  o r  any o t h e r  annu i ty  provided h e r e i n  s h a l l  be payable i n  equal  

semi-monthly i n s t a l l m e n t s  a s  l i f e  a n n u i t i e s ,  o r  a s  temporary a n n u i t i e s ,  

a s  the c a s e  may be ,  and s h a l l  n o t  be  inc reased ,  decreased,  revoked o r  

r epea l ed ,  except' where s p e c i f i c a l l y  o therwise  provided. The c o s t  of 

provid ing  dea th  b e n e f i t s  f o r  members i n  r e c e i p t  of r e t i r emen t  a n n u i t i e s  
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shall not be construed as a reduction in the life annuity payable to 

the member. 

(b) Semi-monthly annuity payments to eligible members shall 

commence on the first regular payment date immediately following the 

effective date of retirement or disability, and in the case of eligible 

survivors on the first regular payment date immediately following the 

death of the member or retiree. Said payments shall commence 

notwithstanding the fact that the Board of Trustees shall not have 

passed the application or authorized the expenditure therefor, in which 

event the payments shall be made for an amount estimated to be payable. 

The Board shall adopt rules and regulations to provide for the 

reimbursement of the Fund or the annuitant for estimated payments made 

in excess of or less than the annuity as finally determined by the Board. 

(c) The first semi-monthly payment of annuities shall be 

prorated to provide benefits only for the portion of the preceding 

period during which the annuitant was eligible for such annuity. 

(d) The last semi-monthly payment of annuities, whether 

occurring by reason of death, ineligibility, or otherwise, shall be 

prorated to provide benefits only for the portion of the preceding 

period during which the annuitant was eligible for such annuity. 

Section 42. Intent of Law. It is the intention of this Act that 

the payment of the required contributions by the government shall be an 

obligation of the government, and all allowances, annuities, benefits 

and administration, custodial and audit fees shall be paid from the 

Fund. 
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Sec t ion  43. P e n a l t i e s .  Any person who knowingly makes any f a l s e  

s t a t emen t ,  o r  f a l s i f i e s  o r  permi ts  t o  be f a l s i f i e d  any record  o r  records  

of t h i s  system, i n  any a t tempt  t o  defraud t h e  system, is g u i l t y  of a  

misdemeanor., and s h a l l  be  punishable  t h e r e f o r  under t h e  laws of t h e  

Commonwealth of t h e  Northern Mariana I s l a n d s ,  and t h e  system s h a l l  have 

t h e  r i g h t  t o  recover  any payments made under f a l s e  r e p r e s e n t a t i o n s .  

Sec t ion  44. S e v e r a b i l i t y .  I f  any provis ion  of t h i s  Act o r  any 

r u l e ,  r e g u l a t i o n ,  o r  o rde r  promulgated hereunder o r  t h e  a p p l i c a t i o n  

of any such p rov i s ion ,  r u l e ,  r e g u l a t i o n  o r  o rde r  t o  any person o r  

c ircumstances s h a l l  be held i n v a l i d ,  by a  cou r t  of competent 

j u r i s d i c t i o n ,  t h e  remainder of t h i s  Act o r  any r u l e s ,  r e g u l a t i o n s  o r  

o r d e r s  promulgated pursuant  t h e r e t o  o r  t h e  a p p l i c a t i o n  of such 

p r o v i s i o n s ,  r e g u l a t i o n s ,  r u l e s  o r  o r d e r s  t o  persons o r  c ircumstances 

o t h e r  than  those  t o  which i t  i s  held i n v a l i d ,  s h a l l  no t  be  a f f e c t e d  

thereby.  

Sec t ion  45. E f f e c t i v e  Date. This  Act s h a l l  t ake  e f f e c t  upon 

i t s  approval  by t h e  Governor, o r  upon i t s  becoming law wi thout  such 

approval ;  PROVIDED, however, t h a t  t h e  p rov i s ions  of t h i s  Act s h a l l  

become o p e r a t i v e  on October 1, 1980. The Personnel  O f f i c e r  is hereby 

au thor ized  t o  r e t a i n  t h e  s e r v i c e s  of a  r epu tab le  a c t u a r y  t o  determine 
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t h e  c o s t  of implementing t h i s  Act. I n  a d d i t i o n ,  t he  Di rec to r  of 

Finance s h a l l  adv i se  t h e  Governor and t h e  P res id ing  O f f i c e r s  of t h e  

L e g i s l a t u r e  a s  t o  methods of funding t h e  Northern Mariana I s l a n d s  

Retirement Fund. 

~ o v e r n o f  
Commonwealth of t h e  Northern Marianas 
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